This paper divides institutional investors into independent investors and non-independent investors according to their independence, and studies whether they can reduce the cost of capital in the process of equity financing, so as to explore whether institutional investors can play an active role in shareholder governance. Empirical research finds that institutional investors can reduce the cost of equity capital of the company. According to the further research, the author finds that independent institutional investors can significantly reduce the cost of equity capital, while non-independent institutional investors can also reduce the cost of equity capital, but the effect is not significantly.
INTRODUCTION
In recent years, with the continuous development and improvement of China's market economy, Chinese government has gradually put forward the strategy of developing institutional investors, and vigorously issues a variety of policies and documents, hoping that institutional investors can participate in corporate governance, improve the efficiency and standardization of corporate governance, and promote the development of enterprise economy. With the support of relevant policies, institutional investors have been growing steadily in China. They have made unprecedented progress in both quantity and types. Unlike individual investor, institutional investors have a wide range of sources of funds, more channels, professional technicians, a wide range of information collection, and more professional analysis ability. At the same time, institutional investors are also shareholders of the company. Whether they can really participate in corporate governance and alleviate the principal-agent problem that exists in the company is of great significance to both themselves and investors. Although institutional investors invest in the company, there are also some differences in independence. Whether the difference in independence will affect institutional investors to play an objective and positive role in corporate governance and reducing the cost of the capital of a company in equity financing will be the main issue addressed in this paper.
II. LITERATURE REVIEW AND RESEARCH HYPOTHESIS
Foreign scholars Chidamberan and John (2000) believe that institutional investors can not only promote the spread of information, but also transmit useful information to the outside world. Rajgopal's (2003) research shows that institutional investors' shareholding is positively correlated with the stock price information content of their company. Within a certain range, it can improve the real earnings behavior of managers. Chen Xiaoli (2009) finds that institutional investors play a positive role in improving information transparency through empirical research. Ding Fangfei (2008), a Chinese scholar, believes that earnings information of companies can be detected by institutional investors very early. Therefore, institutional investors can reduce information asymmetry, improve the quality of information disclosure, enhance the real value response of information to stock prices, play a role in making better decisions for investors, and reduce the cost of equity capital by virtue of their unique information advantages.
From another point of view, institutional investors hold a relatively high proportion of shares. It will greatly increase the cost of selling stocks even if they sell stocks in large quantities for short-term interests. This is disadvantageous. As important external shareholders, it is better to consider from the perspective of long-term strategy, give full play to shareholder activism, recommend candidates for directors, put forward decisions on production and operation, put forward suggestions on investment and financing decisions, regulate the irregularities of listed companies, make the governance of listed companies more transparent, and promote the economic development of companies. Therefore, institutional investors can exert the influence of shareholder activism, supervise the misappropriation of interests by management and controlling shareholders, provide information disclosure treatment, protect the interests of small and medium-sized investors, establish investors' confidence in the company, alleviate the principal-agent problem, reduce the principal-agent cost, and reduce the necessary rate of return required by investors. On the basis of theoretical analysis, this paper infers that:
When Brickley (1988) studied the relationship between institutional investment and R&D income, institutional investors were divided into two types: pressure-resistant (independent) and pressure-sensitive (non-independent) according to the business relationship between institutional investors and invested units. Many Chinese scholars (Li Qingyuan, Ding Fangfei, Yizhihong, etc.) have successively used this method to explore the heterogeneity of institutional investors and analyzed its mechanism.
Usually, pressure-resistant institutional investors have strong independence and will not be affected by managers. They have no business relationship with shareholding companies. They adhere to their investment ideas, pay attention to the long-term capital growth value of enterprises, pay attention to the growth value of enterprises, dare to question and oppose the investment ideas of managers. Pressure-sensitive institutional investors have certain business contacts with the invested enterprises. The top managers of the enterprises can make full use of the relationship between them to exert some pressure on the institutional investors who disagree with them. Generally speaking, starting from their own fundamental interests, some pressure-sensitive institutional investors will choose to remain neutral to a certain extent, even sometimes they may have inclined attitudes. Specifically, if institutional investors make a tendency to agree with some of the views of senior managers, it will affect their enthusiasm to participate in corporate governance to a certain extent, so that it is difficult to have an effective impact on the long-term development and decision-making of the company.
Referring to the practice of Brickley and many domestic scholars, this paper classifies funds, social security funds and QFII as independent institutional investors, and classifies securities firms, insurance companies, trust companies, financial companies and enterprise annuities as nonindependent institutional investors. Accordingly, this paper infers that:
 H2a: Independent institutional investors are negatively correlated with the cost of equity capital.
 H2b: There is no significant relationship between non-independent institutional investors and the cost of equity capital.
III. RESEARCH DESIGN

A. Data Source
In this paper, the author selects all A-share listed companies from 2013 to 2017. Excluding A-share and Bshare listed companies, ST, ST* and PT companies in the financial industry, this paper selects the companies that EPS2< EPS1, and gets 1668 samples. In order to avoid the endogenous problem of institutional investors, the author adopts a lag period of processing to explain and control variables.
B. Variable Setting
In this paper, the explanatory variables are estimated by PEG model. The calculation formulas are as follows:
The explanatory variables are institutional investors' shareholding (R), independent institutional investors (IO-res), and non-independent institutional investors (IO-sen). The control variables are company size (SIZE), asset-liability ratio (DEBT), return on net assets (ROE), book-to-market ratio (B/M), company growth (GROW), asset turnover rate (TURN), year factor (YEAR), industry factor (INDUSTRY).
C. Model Design
Model 1:
Model 2: R t = + 1 IO-sen t-1 +  2 SIZE t-1 + 3 DEBT t-1 + 4 GROW t-1+ 5 TURN t-1+ 6 ROE t-1+ 7 B/M t-
+YEAR+INDUSTRY+
Model 1 is used to validate hypothesis 1. On the basis of hypothesis 1, model 2 is used for grouping regression of samples.
IV. EMPIRICAL ANALYSIS
A. Descriptive Statistics
As shown in "Table I", the overall shareholding ratio (R) of institutional investors in China is 21.64%. Compared with developed countries, there is still much room for improvement. From the perspective of standard deviation, independent institutional investors (0.0333) are more stable than non-independent institutional investors (0.0862). 
B. Regression Analysis
From the regression analysis in " Table II" , it can be seen that institutional investors' shareholding is negatively correlated with the cost of equity capital, and significantly negatively correlated at the level of 5%. It verifies hypothesis 1, which shows that institutional investors play an active shareholder role and participate in corporate governance as a whole. Independent institutional investors can significantly reduce the cost of equity capital and play a role in corporate governance. Non-independent institutional investors can reduce the cost of equity capital, but the results are not significant. The degree of participation in corporate governance is relatively small, and it is difficult to play a significant role. a. Note: ***, ** and * mean that it is significant at 1% level, 5% level and 10% level, respectively.
C. Robustness Test
In order to ensure the reliability of the results, this paper uses CAMP model to calculate the cost of equity capital.
Regression analysis is brought into the model. As shown in "Table III", the results are consistent with the previous ones. The conclusion of this paper is valid. Note: ***, ** and * mean that it is significant at 1% level, 5% level and 10% level, respectively.
V. CONCLUSION AND SUGGESTION
According to empirical research, it finds that institutional investors can reduce the cost of equity capital. And the author makes further research, and finds that independent institutional investors can significantly reduce the cost of equity capital, while non-independent institutional investors can reduce the cost of equity capital, but the results are not significant. According to the conclusion of this study, it is suggested that China should relax the proportion of institutional investors, and adopt different guiding and supervisory management strategies for different types of institutional investors. When introducing foreign financing, the government may consider introducing more independent institutions, such as funds, social security and QFII, and formulate good investment strategies to encourage long-term investment of these institutions, so as to reduce the cost of equity financing of company. It is necessary to encourage and supervise institutional investors with weak independence to play an excellent role as shareholders, regulate corporate governance, and promote the development of market economy in China.
